302 Shirley Street
Acquisition

Special EDA meeting
February 17, 2021
7:00 PM
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Why are we here
tonight?

EDA is being asked to consider purchasing

a 4-unit apartment building (302 Shirley St.)
The Young Group has put the building under
contract (due to timing and other issues).
This would be a land banking proposition for
the EDA. The City already owns 208 Gibson
St.

e Building builtin 1941; 2,980 SF building; 683 per unit average; 8,281 SF lot; RM
zoning
Future Land Use = Mixed Use
Purchase price is $925,000; there were 9 bidders for the property
Per unit cost = $231,250
The contract provides for:
a. A 30 day close from February 9th
b. $25,000 deposit was paid Friday, Februar§ 12




Additional Acquisition Detalls:

e We will put the property under professional management

e Building is currently fully leased; 3 of 4 tenants leases run to May 31,
2021

e Anticipate current tenants/rents to continue as is until lease
termination

e Current rents are below 60% AMI rent for a one bedroom
e Tenants pay gas and electric; City/EDA pays remainder of utilities

e Under City/EDA ownership, property would become exempt from real
estate taxes




Available Funding:

« Available Land Banking funds: $1,253,641
e $1.15 million in Land Banking Fund
« $100,000 in COVID Fund

 Available IRB Funds: $145,000




Estimated Monthly Income/Expenses:

« Monthly Rental Income for four units: $4,900

« Projected Monthly Operating Costs: -$1,500
($18,000 per year, as shown on next slide)

« Recommended Contingency Funds: -$300

 Remaining Available for Debt Payment: $3,100




Estimated Annual Operating
Expenses:

Management $5,900
Repairs/Maintenance $ 2,400

Trash $2,400
Pest Management  $1,200
Electricity/Gas $ 800
Landscaping $1,500
Water & Sewer $2,400
Real Estate/Property

Tax $ -

Insurance $1,400

TotalOperating Expense:$18,000

Annual Expense details (not including mortgage payments)

These estimated operating expenses are based on similar governroamted properties in the
City and the current owner's expenseBhe City does not have to pay property tax, and the
tenant is responsible for some of the utilities (those are not listed here).

Data Sources:
Per HHS Gibson comp.

(14% of net revenue) Per HHS Gibsomp.
Perexisting expenses for building;
(HHS pay$1,585 for Gibson)

Per HHS Gibson comp.

Per existing expenses for building
Per existing expenses for building
Per HHS Gibsdabomp.

N/A
Estimateof Cityinsurance cost




g Financing Options

« Estimated Purchase Price: $940,000
« 35% Down Payment:
* Loan amount $600,000 (at maximum loan amount)
« Down payment $340,000 (LB Balance: $913,000)
« 10 year mortgage amortized over 30 years @ 4%
« Balloon payment ($475,000) or refinance after 10 years
« Estimated monthly payment: $2,900
« $200 positive cash flow/month ($2,400/year)
* 50% Down Payment:
e Loan amount $470,000
« Down Payment $470,000 (LB Balance: $783,000)
« 10 year mortgage amortized over 30 years @ 4%
« Balloon payment ($370,000) or refinance after 10 years
« Estimated monthly payment: $2,250
« $850 positive cash flow/month ($10,200/year)




ACTIONS NEEDED

Motions to consider included in resolution (details on following slide):

* Move $100,000 COVID fund back to Land Banking fund

« Agree to accept/sign assignment contract for purchase, and repay
deposit and appraisal cost to The Young Group

« Agree to financing plan and incur debt

» Agree to sign contract with property management company for a fee not
to exceed 10% of net revenue
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Proposed Resolution:

Whereas, 302 Shirley became available for purchase,
\Whereas, bids on the property had to be made very quickly;
Whereas, The Young Group obtained a contract to purchase the property, and got a contract to purchase property,

Whereas, the property is included in the South Washington Street Corridor POA as desirable for public acquisition fas puyy
of potenti al redevel opment , based on its st r a-owneaiproperty,o ¢
and three properties owned by Atlantic Realty;

Whereas, The Young Group has offered to assign their contract for sale of the Property to the EDA,
Whereas, EDA has funds sufficient for down payment,

Whereas, income produced by the property can pay mortgage and operating expenses,

Whereas, the property is sound Land Banking investment,

Whereasthere is a commitment to move property management responsibilities to Housing and Human Services Departme
Whereasthe EDA will be consulted on any changes to lease terms as new leases and renewals are necessatry,

Whereasthe EDA can expect there will be consideration of a reimbursement to refresh the Land Banking fund in order tqg
continue investing in the future,

Therefore, be it resolved by the EDA of Falls Church that the;
EDA will move $100,000 in COVID Fund back to Land Banking fund,
EDA will agree to accept an assignment ofabetract held by the Young Group to acquire the property,
EDA will agree to agreed upon financing option 8b&c down payment of purchase price and closing ¢castsir
debt, and make a down payment,
EDA will reimburse the Young Group for deposit for purchase of the Property ($25,000) plus an appraishZ6e), ($
EDA will agree to fund a property management contract for a fee not to exceed 10% of net revenue,
EDA authorizes the EDA Vice Chair to execute the documents necessary to acquire the property and carry out the
above authorized transactions.
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